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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Trustees
Trego County-Lemke Memorial Hospital

we have audited the accompanying financi-a1 staEements of the business-E)4)e
acEiviEy of Trego county-Lemke Memorial HospiEal (HospiEal), a component unit of
Trego County, Kansas, as of and for the years ended Decenber 37, 201'7 and 201-6,
which collecEively comprise the Hospital's financial statemenEs as listed in the
table of contents and the relat.ed notes to the financial statemenEs.

Maaagefrent, 6 P.espon s ibiTiEy for tbe Fiqaacial staleneDl8

Management is responsible for Ehe preparation and fair presentation of these
financial statements in accordance with accourting principles generally accepted
in the United states of America; this includes the desigrr, implementation, and
maintenance of internal control relevant to the preparation and fair presentaLion
of financial statements that are free from material misstatement, whether due to
fraud or error.

Audi t or' a Re apoas ib i7 i cy

our responsibility is to express an opinion on these financial staEements based
on our audi.ts. we conducted our audits in accordance with auditing standards
generally accepled in the UniEed staEes of America and the Kansas Municipal Audit
cuide. Those standards require thaE we plan and perform the audit to obtain
easonable assurance abouu lrheEher the financial stsatemenEs are free from

material misstatement.

An audit involves performi,ng procedures to obtain audit evidence about tshe
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, wheEher due to fraud or eror.
In making those risk assessments, the auditor considers internal control relevalt
Eo Ehe enEity's preparation and fair presenEation of the financial statements in
order to desigrr audit procedures that are approprlate in Ehe circumstances, but
no! for the purpose of extrlressing an opinion on the effectiveness of the entityrs
internal control. Accordingly, we express no such opinion. ArI audit also
includes evaluating the appropriateness of accounting policies used and Ehe
reasonableness of significant accounEing estimates made by management, as well as
evaluating the overall presentsatsion of the financial stsatemenEs -

we believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opi.nion.
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opi,-ioa

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financiaL position of ttre business-t)G)e activity of Trego
County-Lemke Memorial Hospitaf as of Decem.ber 3)-, 20!7 and 2016, and the
respective changes in net position and cash flows for the years then ended, in
accordance with accoulting principles generally accepted in the United Sbates of
America.

Other-t[aLters

The HospiEal has omitted a management I s discussion and analysis that accounting
principles generally accepted in the United states of America require to be
presented to supplement lhe financial statements. Such missing information,
although not a part of the financial statements, is required by the Governmental
Accounting staDdards Board who considers it to be an essential part of financial
reporting for placing the financial statements in an appropriate operational,
economic, or historical context. Our opinion on the financial statements is not
affected by tshis missing information.

(,,Jr^JL 4 n- ft-!^- vfr"l^^*zl<-)l/Topeka, Kan-sas
July 6, 2018
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TREGO COUNTY- LEMKE MEMORIAL HOSPITAI

STATEME}TTS OF NET POSITION

December 31,

ASSETS

CI]RREI{T ASSETS
Cash and cash equivalents
Patient accounts receivable, neE
other receivables
Estimated third-party payor settlements
Inventories
Prepaid expenses

Total current assets

ASSETS LIMITED A.s TO USE
By Board of Trustees
By donors for specific operating

activities

Total assets limited as to use

CAPITA], ASSETS, NET

204'7

s 3s9,887
2,749,762

L54 ,199
429 ,358
206 , Or2
155,518

3,454,735

1,481,158

9,450

L, 490 , 608

3 , 459 ,3AA

20!6

s 4L2,253
1,840,119

184,884
497 , 858
L89 ,828
111, 103

3 ,235 , 045

2,0OA,705

13,775

2 ,022 ,4AO

Tol:al as set s t--3!19!-!l]" E--!-,-q]!-,ilg

The accompanying notes are an inEegral parE of these statements.



LIABILITTES AND NET POSITION

CI]RRENT I,IABILITIES
Current portiou of capiEal lease

obligations
Accoults payable
Accrued salaries, wages, and benefiEs
Accrued compensated absences

Total currenE liabilities

CAPITA], LEASES, net of current portion

Total liabi 1i t. i es

NET POSITION
hvested in capj-Ea1 assets, net of

relat.ed debE
B.pendable for specific operating

activities
Unrestricted

20L7

I 21,743
400,519
493,374
599 , 4O4

1,515,040

22 ,729

1, , 537 ,7 69

3 , 414 ,9L6

9, 450
I , 442 ,597

6 , A66 ,963

$ a ,4o4,732

20t6

$ s8,821
812 ,57L
503 ,7 40
4AA,7A2

1, 853 , 914

AA All

1,908,385

3,254,793

L3,775
3 , 439 ,657

6 ,7OA ,225

$ 8, 516, 510

Total net position

Total liabilities and
net posiEion



TREGO COI'NTY- LEM(E MEMORIAI HOSPITAI

STATEMENTS OF REVENUES, EXPETISES, AND

C}ANGES IN NET POSITION

Year ended December 31,

Operating revenues
Net patient. service revenue
Assisted living
Other

ToEal operating revenues

OperaEing expenses
salaries and wages
Employee benefit.s
SuppLies and other
Depreciation

Total operating expenses

operaEing loss

NonoperatiDg revenues and expenses
Noncapital appropriati.ons - Trego county
NoncapiEal grants and contributions
InteresE income
InEerest expeuse
Gain (loss) on disposal- of equipment

Total nonoperating revenues

Excess of expenses over revenues before
capital grants and conEribuEions

Capitsal grants and conEributions

Increase in net position
NeE position, beginning of year

NeE position, end of year

'709,750 744t475

20L7

$ 14,620,030
L90 ,26L

7 ,657, 071

16,461,358

7, 918 , 950
2 , 329 ,188
6 ,903 , L7't

555, 705

L1 ,601 ,620

(L,a46,252)

700,000
7 ,034

19, I81
(3,400)

(L3 ,7 69)

(436 ,502\
595 ,240

158,738
6,70A,225

E--19-€-e-,-9!1

2016

$L5,032,772
220 , 967

L ,447 , 369

17,101,107

7 ,9L2 ,642
2 ,362 , Ll4
7,O76,07r

515, 195

L7 ,466 , 053

(7 64 ,956)

696 ,'77 6
10, 351
L5 ,269
('1 ,420)
29 , 499

(20,48],)
165 , 55'7

L45,076
6 ,563 , L49

t--S-,1!3-'321

The accompanying notses are an intsegral part of lhese stsatements.



TREGO COI]MTY.I,EMKE MEMORIAI HOSPITAT

STATEMENTS OF CASH FLOWS

Year ended December 31,

20L7 2076

cash flows from operating act.ivities
Receipts from and on behalf of patients S 14,559,148 $ L5,236,439
Payments to or on behalf of employees
Payments for supplies and services
Other receipts and pa)rments

Net cash used by operating
activities

cash flows from noncapitaL financing
activities

Interest paid
Noncapital appropriations - Trego County
Noncapj,tal contributions

Net cash provided by noncapital
financing activities

Cash flows frorn capital and related
financing activities

Acquisition of capital assets
crants and contributions for capital
Principal payments on long-term debt

and capital lease obligations
Insurance proceeds or proceeds from

sale of equipment
fnterest paid on capital related debt

(10 , L48 ,482) (LO ,2s1, L14)
16,910,626) (7,070,6s0\
7,54L,762 L,8'70,434

(808,198) (21s,3s1)

.L,27L\
700,000

705,167

(1,038,791)
595 ,240

(s8,820)

2 ,472

('? 6'7 )
696 ,'7'7 6

706,360

(L7 0 ,2L3)
L55 ,557

(130,013)

29 , 499
(2,129) (5, 6s3 )

Net cash used by capital and
related financing activities (501,588) (111,823)

cash f].ows from investing activities
(Increase) decrease in assets limited as

to use 53L,A12 (200,508 )

Interest received L9, 881 L5,269

Net cash provided (used) by
investing activities 551, 753 (185,239)

Change in cash and cash equivalents (s2 ,356)
Cash and cash equivalents at beginning of year 4L2,253

Cash and cash equivalents at end of year $---- :r-q-gZ t----1)2,-?E

L93 , 947
21A ,306

The accompanying notes are an integral part of these statements.



TREGO COUNTY - I,EMK! MEMORIA], HOSPITA],

STATEME} TS OF CASH FLOWS - CONTINUED

Year ended December 31,

20!'7

Reconcj-liation of operating loss to net
cash used by operating actj-vities

Operating loss S (L,L46,252) $ (764,956)
Adjustnents to reconcile operating loss to

net cash used by operating acEivities
Deprecj,ation 555, 705 515, 195
Provision for bad debts 27L,L7a 397,f37
changes in

Patient accourts receivable (580,814) {263,L86)
Other receivables 3 0, 685 22,666
Inventories and prepaid expenses (50,599) (39,011)
Accou[ts payable and accrued

expenses 53,406 58, 054
Eslimated third-party payor

settlements 68,500 (151,251)

Net cash used by operating
activities$(808,198)$(215,351)

The accompanying notes are an integral part of these statements.

2076



TREGO COUMTY- LEMKE MEMORIAI HOSPITAI

NOTES TO FINANCIAI STATEMENTS

December 3]., 2OL7 and 2015

NOTE A - DESCRIPTION OF REPORTING EM|ITY AND SII,!I'{ARY OF SIGNIFICAMT
ACCOUNTING POLICIES

1. Reporting entity

Trego corrnty-Lemke MemoriaL Hospital (Hospital) is localed in waKeeney,
Karsas, and was creaEed by staEute for the purpose of providj-ng acute, Iong-
term care services, rural health cLinic services, and assj,sEed living
services. 'fhe Hospital is governed by a seven-member Board of Trustees
appoinEed by the Trego coulty Board of comnissioners. The Hospital j-s a
component urrit of Trego courly (countsy). The Hospitsal is licensed as a
critical Access Hospital (cAH) lvith a bed capacity of 25 beds.

2. Use of esEimaEes

The preparation of financial statements in conformity wj.th generally accepted
accounting principles requires management to make estsinates and assurnpEions
that affect the reported anounts of assets and liabilities and disclosure of
contingenE assets and liabilities at the date of the financial staEements and
the reported amounEs of revenues and expenses during the reporting period.
Actual results could differ from lhese estimaEes.

3. Basis of accounting

'rhe Hospital's financial statements are comprised soIely of ar enterprise fl.nd
and utilizes the proprietary fund method of accounting whereby revenue and
expenses are recognized on the accrual basis using Ehe economic resources
measurement focus.

4. cash and cash equivalents

cash and cash equivalents include all cash and highly-liquid
purchased with a maEurity of three months or less, excluding
included in asseEs limited as to use.

5- Patient accounts recei-vable

debt insEruments
any such amourlts

The Hospital reports pabienE accounts receivable aE net realizable amounts
from Ehird-party payors, patients, and others.

The Hospital provides an allowance for uncollectible accounts based on the
aging of its accounts receivable, historical collection experience, and
existing economic conditions.

5. Inventories

Inventories are stsated at the Lower of cos! as determined by the first-in,
first-out method or net realizable va1ue.

7. Assets limitsed as to use

Assets limited as to use include cash set aside by Ehe Board of Trustees for
future capital improvements, over which tshe Board retains control and may at
its discrluion subsequently use for other purposes; and cash restricted by
donors for specific operating activities.



TREGO COUNTY. LEMKE MEMORIAI HOSPITAI

NO?ES TO F]NANCIAI STATEME!f,|S - COMT]NI'ED

December 3L, 2OL7 and 2015

NOTE A - DESCRIPTION OF REPORTING ENTITY AND SI]MMARY OF SIGNIFICANT
ACCOI,NTING POLICIES - CONIiNUCd

8. Capital assets

Capitsal assets (including assets recorded as capital leases) are stated at
cost. DepreciaEion and amortization of capital assets are provided on the
straighE-Iine method over Ehe estimated useful lives of the asseEs. The
estimated Iives used are su.bsEantially in conformity with usefuL life
guidelines established by ttre American Hospital Association.

The costs of mainEenance and repairs are charged to operatlng expenses as
incurred. The cosEs of sigmificant additions. renewals, and beEterments to
depreciable properEies are capitalized and depreciated over the remaining or
extended estsimated useful lives of the items or the properEies- Gains and
losses on disposition of capiEal assets are included in nonoperating revenues
arrd expenses.

9. Accrued compensated absences

Employees of the HospiEal are entitLed tso paid vacation depending on length of
service and wheEher they are fu1l or part time. Upon resignation,
termination, or retiremenL from service with the Hospital, employees are
entj-cled to pa),rnent for all accrued vacation, up Lo an al1owab1e maximum. The
Hospital accrues vacation benefiEs as earned.

10. NeE position

Net position of the HospiEal is classified in three components. "Net position
invested in capital assets ne! of reLated debt" consists of capital assets net
of accumulaEed depreciation and reduced by the balances of any outstanding
borrowings used to finance Ehe purchase or colsEruction of those assets.
"RestricEed expendable net posiEion" consists of noucapital net posiEion Ehat
must be used for a particular purpose, as specified by creditors, grantors, or
contributors external to Ehe HospiLal. .unrestricted net posj,Eion" is
remaining net position that does not meet tshe definition of "invesEed j-n
capital assets net of related debt" or "restricted expendable net position."

11. operating revenues and expenses

The Hospitalls statement of revenues, expenses, and changes j.n net posilion
distinguishes between operating and noaoperating revenues and expenses.
Operating revenues result from exchange transactions associated with providing
health care services, which is the Hospital's priucipal activity. Nonexchange
revenues, including noncapital grants and contributions and tax
appropriaEions, are reportsed as nonoperatingi revenues - Opexating expenses are
all expenses incurred to provide healttr care services, other than financing
costs.

12. Net patient service revenue

Net paEient service revenue is reported at established charges with deductions
for discounts, charity care, contracEuat adjustmenEs, and provision for bad
debts, including estimated retroactive adjustments uDder reimbursement
agreements wj-tsh Ehird-party payors. Retroaqtive adjustments are accrued. on an
e;tsimated basis j.n Ehe period the relatsed services are rendered and adjusted
in future periods as final settlements are determined-



TREGO COI'NTY-LEMKE MEMORIAL HOSPITAI

NOTES TO FINANCIA]. STATEMENTS - CONTINUED

December 3a, 20L7 and 2015

NOTE A - DESCRIPTION OF REPORTING EMTITY AND SI]MMARY OF SIGNIFICANT
ACCOUNTTNG POLICIES _ Continued

13. Charity care

The Hospital provides care to paLients who meet cerlain criteria under its
charity care poLicy without charge or at amounts less than its established
rates. Because the Hospital does not pursue collection of amounts determined
to qualify as charity care, lhey are noL reported as revenue. The identified
amount of charges forgone for services and supplies furnj-shed under ihe
Hospital's charity care policy is disclosed j-n Note B.

14. Noncapj-tal appropriations - Trego County

The Hospital received approximately 4 percent j.rl 20L'7 and 2015 of its
financial support from noncapital appropriations from the Coulty sales and
property tax levies. These funds were used to support operations in both
years. Property taxes are levied by the County on the Hospibal ,s behalf on
.Tanuary l and are intended to finance the Hospital's activities of the same
calendar year. Amounts levied are based on assessed property values as of the
preceding ,fu1y 1. Revenue from property taxes is recognlzed in the year for
which Lhe taxes are levied.

15. Incone taxes

As an essential gowernment entity, the Hospital is generally exempt from
federal and state income taxes under Section l-15 of the fnternal Revenue Code
and a similar provision of state 1aw. The Hospital has also been recognized
as exempt from j-ncome taxes under Section 501 of the Internal Revenue Code.

NOTE B - NET PATIENT SERVICE REVENTIE

Ttle Hospital has agreements with third-party payors that pxovide for palments
to the Hospital at amounts different from its established charge rates. The
amounts reported on the statement of net position as estimated third-party
payor settlements consist of the estimated differences between the contractual
amounts for providing covered services and the interim palrments received for
those servj.ces. A summary of the payment arrangements with major third-party
payors follows:

Medicare - The Hospital is a critical access hospital for purposes of the
Medicare program and is paid for services rendered to Medicare
beneficiaries under various cost reimbursement methodologies. The
Hospital is paid fox cost reinbursable items at a tentative raLe wi-th
finat settlement determined after submission of alrrual cost reports by the
Hospital and audits or reviews thereof by the Medicare administrative
contractor- The HospiLal's classification of patients under ttre Medicare
program and the appropriateness of their admission are subject to an
independent review by a peer review organization. The Hospital's Medicare
cost reports have been audited or reviewed by the Medicare administrative
conEractor through December 3L, 20L6.

Medicaid - fnpaLient and outpatient services rendered to Medicaid program
beneficiaries are reimbursed on a prospective. palment methodology, which
includes a hospiLal specific add-on percentage based on prior filed cost
reports. The add-on percentage may be rebased at some time in the future.
services rendered for long-term care facility residents are reim.bursed
under a cost-based prospective reinbursement methodology based upon costs



TREGO COUMTY. LEMKE MEI4ORIA], HOSPITAI

NOTES TO FINANCIA], STATEMENTS _ CONTINUED

December 3)., 2OL7 and 2015

NOTE B - NET PATIEI{'T SERVICE REVENIJE - CONtiNl]Cd

of previous years adjusted for inflation, statewide limits, and other
factors. The Hospital submits annual cost reports for the long-term care
facility Eo the state. The Mediqaid cost reports are su.bject to audit by
the state and adjustments to rates can be made retroactively.

Blue Cross and Blue shield - A11 services rendered to patients who are
insured by Blue cross and Blue shj-e1d are paid on the basis of
prospectively deterBined rates per discharge or discolrnts from esta$lished
ctrarges .

Approximatsely 65 percelt of net patienL service revenue is from
partj-cipation in the Medicare and state-sponsored Medicaid programs for
the years ended December 3L, 20L7 and 2016, respectively- Laws and
regulations governing the Medicare and Medicaid programs are extremely
complex and su.bjecE to inEerpretation. As a result, there is at Ieast a
reasonable possibility that recorded estimates could change by a material
amount in the near term.

The Hospital has also enEered into pal.ment agrreements with certain
commercial insurance carriers and preferred provider organizations. The
basis for palment to the Hospital under these ag'reements includes
prospectively determined rates per discharge, discounts from established
charges, and prospectively determined daily rates.

Net patients service revenue consists of the following for the years ended
December 31:

Gross patient service xevenue
Contractual adj ustments

Medicare
Medicaid
Blue Cross
Other

Administrative adj ustments
Charity care
Provision for uncollectible accounts

Net patient service revenue tJ!, r3!-:!]e $ Ls , 032 ,7'7 2

20L7

s2L,473,667

(4 ,7 87 ,978')
(46L , 49S\
(72s , L59\
(407 , L99)
(188,029)

(L2 ,503).
(27 L ,17 a\

20L6

$ 22,7'79, Los

(5,801,910)
(240,736)
(832 ,8A7 )
(392,048)
(7s,438)

(5 ,247 )
(397 , L37 J

The Hospital maintains records Eo identify and monitor the level of charity
care it- provides. The amount of charges forgone for services arrd supplies
furnished under 1ts charity care policy for 2OL7 and 2016 was $12,503 and
56,247, respectively. The Hospi.tal estimates that the cost of providing
charity care, based on an overall cost-to-charge raEio, was $9,546 al]d i4,467
for 201'7 and 2015, respectively.

Ttre Americarr Recovery and Reinvestment Act of 2OO9 (ARRA) provides for
incentive payments under Lhe Medicare and Medj'caid programs for certain
hospitals and physician practices that demonstrate mearringful use of cerLi-fied
eleitronic health record (EHR) technology. These provisions of ARRA are
intended to promote the adoption and meaningful use of interoperable health
information technolog-y and qualified EHR technology.

10



TREGO COUNTY - LEMKE MEMORIAL HOSPTTAI

NOTES TO FINANCIA]- STATEME1TTS - CONTINI'ED

Decernber 3L, 2OL7 and 2015

NOTE B - NET PATIENT SERVfCE REVENITE - Continued

The Hospital recognizes revenue for EHR incentives when it has reasonable
assurance thaE iE has demonsErated meaningful use of certified EHR t.echnolog-y
for the applicable period and complied with the reporting condiEions to
recej-ve the pa)rmenE. The demonsEration of meaningful use is based upon
meeting a series of objecEives and varies between hospital facilities and
physician pracEices and between the Medicare and Medicaid programs.
Additionally, meeting Ehe objectives in order to demonstrate meaningful use
becomes progressively more stringent as its implementation is phased in
through stages as outlined by CenEers for Medicare & Medicaid Services. The
Hospi-ta1 recognized S57,13r of revenue related to Medicaid EHR incenEj-ves in
2076 .

The Hospital incurs both capital expenditures and operating expenses in
connection wiEh the implementation of its EHR initiatives. The amounts and
tining of these expenditures do not directly correlate wiEh the timing of the
Hospital ,s recogniEion of EHR incentives as revenue.

NOTE C - DEPOSITS WITH FINANCIAI INSTITIIIIONS

Kansas staEutes authorize the Hospital, with certain restrictions, to deposit
or invesE in open accounts, time deposits, certificates of deposit, repurchase
agreemenls, U.S. Treasury bills and notes, and the Statse Treasurerrs
investment pool , Kansas statutes also require that collateral be pledged and
deposited with designat.ed depositories for bank deposits with a fair market
value equal to 100 percenE of the uninsured amounts, and must be assigned for
Ehe benefit of the Hospital.

At December 31, 20L7, the carrying amourt of the HospiEal's bank deposits was
$1,850,332 and tshe bank balances were $2,07A,637- The bank balances are
covered by federal depository insurance or pledged securities, which are held
in the name of the financial institution and pledged on behalf of Uhe
Hospital.

The HospiEal's bank deposits are included in the
Ehe following caEegories:

cash
Assets limi.ted as Eo use

financial statements under

$ 359,724
L, 490 ,604

Total bank deposits s 1,850,332

NOTE D - PATIENT ACCOIJNTS RECEIVABLE

The Hospital- graEEs credit without collateral tso its patients, many of whom
are area residenEs and are insured under third-parEy payor agreements.
Patient accounEs receivable at December 31 consist of the following:

Medicare
Medicaid
Blue Crogs
Other third-parEy payors
self-pay

20L7

$ L, a92, s].7
L67 ,046
294 ,3AL
285 , 947
839,059

3 , 464 ,950

2016

$ 1, 671, 081
,20 nro
246 , 943
248 ,447
954,A79

3 , 4LO ,4L9

11



TREGO COT]M|Y- LEMKE MEMORIAI HOSPfTAI

NOTES TO FINANCIAI STATEME]iITS. CONTINI]ED

Decemlcer 3f, 2OL'7 and 2016

NOTE D - PATIEIII ACCOtnf,fS RECEMBLE - Continued

Less allowances
Contractual adjustments
Uncollectible accounts

2017

s (853,398)
(46s,790]

(1,319,188)

t--2:]!2!l-92

20L6

I (923 ,402)
(545,898)

(1,570,300)

s 1, 840,119Net patient accourts receivable

The Hospital's allowance for uncollectible accounts on amounts due from
patj-ents was 55 percent and 57 percent of self-pay accounts receivable as of
December 3L, 2Or7 and 2016, respectively- The Hospital'S net bad debt write-
offs were $452t279 and $451,8?9 for the years ended December 31, 2017 and
20L5, respectively. The Hospital did not change its charity care or ulinsured
discount policies during the years ended December 3a, 2Oa1 or 20L6. The
Hospital does not maintain a material allowance for uncollectible accounts
from third-party payors, nor has it incurred any significant bad debt write-
offs from third-party payors.

NOTEE_CAPITAIASSETS

Capital asseE additions, retirements, and balances are as follows:
20L'7

Land
Land inprovements
Buildings
Fixed equipmeflt
Movable equipments

Totals at. historical cost

Less accumulated
depreciauion

Land improvements
Buildings
Fixed equipment
Movable equipment

Capital assets, net

Retirements
Bndi g
balance

473 , Lt8 a3 ,7'72 ,444

I - S 2,so0
108, 934

5,994,460
2 ,941, t48

1?3,118 3 ,725,365

Beginnirtg
balance

$ 2,s00
108,934

5 , 994 ,460
2 , AA'7 ,734
3,348,345

73,2'74,9'1',1

1-O 6 ,920
4 ,7 46 ,430
2 ,564 ,309
2,492,233

9,913,492

S--!r-1!-9r-9$

Additions

L23 ,450
550,139

673,5A9

494
223 ,58s

27 ,045
304 ,541

555, 705

t---]11r-93!-

101 ,444
4,97O,045

L56,537 2,54O ,23',1

155,537 10,313,050

i----l-qr_1qf !--Lil!-L-]-9q

L2



TREGO COI]NTY- LEMKE MEMORIAI HOSPITA],

NOTES TO FINANCIA]J STATEMENTS - CONTINI]ED

Decernlcer 3L, 2oL7 and 2016

NOTE E - CAPITAL ASSETS - Continued

2at5

Larld
LaDd i[provements
Buildings
Fixed equiprnenl
Movable equipmelrt.

Tota1s at historical cost

Less acculhulated
depreciatsion

Land improvements
Buildings
Fixed equipment
MovabLe equipmelrt

Capital assets, net

Capital assets include
Decel cer 31:

]-o5 ,94'7 933
4,537 ,331 209,O93
2 ,545 ,'795 22,5L4
2,627 ,23'7 282,656

9,816,356 51s,195

l--lr-l-l-Zr--q-g L----?!.'2]2

the following property

106 ,920
a 1aa 410
2,568,3O9

4a'7 ,660 2,492,233

41-'7 ,55O 9 ,9L3 , A92

s - s I 358.085

under capital leases at

Beginning
balance

s 2,500
r-0 8 , 934

6,79A,593
2,4L7 ,738
3,426,457

73 ,154 ,222

Additions

$-
'J-95 ,86'7

339,548

535,415

Retirelnents

$-

417 ,650

4\7 ,660

Enqlng
balance

$ 2,500
108, 934

6 ,994 ,460
2 , At'7 ,738
3,348,34s

13,274,977

Equipment
Less accumulated amortization

NOTE F - LONG-TERM DEBT AND CAPTTAI, LEASES

Long-term debt and capital lease oblj-gaEions

Capital lease obligations (0.23 percent
to 8.0 percent )

Less current portion

Noncurrent portj-on

4 0.) ,o<

summarized as follows:

20L7

I L2O ,214
88, 857

i------31-,1!Z

2077

i 44,472
2L,'743

E_____ 3?t32

2016

$ 486, 81s
394 ,520

20t6

I ro3 ,292
5A ,421

I 44 ,47L
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TREGO COIJNTY- LEUKI MEI4ORIAI HOSPITAI

NOTES TO FINANCIAI STATEMENTS - CONTINI'ED

December 3L, 2071 and 2015

NOTE F - LONG-TER!,i DEBT AND CAPITAL ,JEASES - Continued

Long-term debt activity for Ehe years ended December 31, j-s as follows:

2011
AmounEs

Beginning Ending due witshi.n Long-t'erm
balance Additsi.ons Deletions bal.ance otle year portion

capiral leases 5 L03,292 $ - S (58,820) 5 44,472 I 2t,743 S 22,'129

9-)9).!222 i-------------: l--.(!!.,-!?9) t--!3.'132 t--2)-13-!1 9--22.,J22

20].6
Amoult s

Ending due vritshin Long-term
Deletsions balarce one vear portion

Beginning
balance Additioas

capital leases S 233.305 S - $ (130,013) 5r03,292 S 58,821 S 44,471

s 233,30s I - s (130,013) st03,292 $ s8,821 I 44,47L

The following is a yearly schedule of future minimum lease palments under
capital lease obligations at December 3L, 2OL7:.

PrincipaL lnterest Total

2 018
2079
2020
202L

Total minimum lease pal,Tents

$ 2r,743
15, 715

3 ,361
3,641

s 44,472 I 2 ,296

$ 22 ,'t 32
t6 , 423
3,805
3 ,807

tj5-'138

989
708
439
160

NOTEG_PENSIONPLANS

The Hospital mainEains a contribuEory pension plan for eligible employees.
Eligibility is established by all employees 21 years of age or older and have
compleEed one year of service. Employer contributions are computed at the
rate of 4-5 percent of annual compensation plus 9 percenu of the excess over
S?,800. Employee contributions are conputed at lhe raEe of 2.5 percent of
arrnual compensaEion plus 5 percenE of the excess over S7,800. Benefits are
funded by an annuj-ty contract with an insurance company. The plan is furded
for past service on an installmenE basis over Ehe estimated remaining duration
of employment from ttre effective date of the plan to the employee's normal
ret.irement date. Benefits vesL afEer one year of service witsh 100 percent
vestj-ng after five years of service. In case of the deaEh or cermination of
an employee prior Eo retiremen!, alL funds conlributed by the Hospital, which
are nots vesEed, will be reEurned to the Hospital. Contributions actually made
by plan mem.bers EoEaled $438,175 and $433,230 in 2OL7 and 2016, respectively.
Hospital contributions totaled $47L,e47 and S515,595 in 2017 and 2015,
respectively,

L4



TREGO COUI TY. LEMKE }4EMORIAL HOSPITAL

NOTES TO FINANCIAI, STATEMENTS - CONTINI'ED

December 3L, 20L7 and 2015

NOTE e - PENSToN PLANS - Continued

The Hospital provides a 403 (b) plan to substanLially aI1 employees of the
Hospital. The employees' !ota1 salary deferral j-s LimiEed by the fnternal
Revenue Service (IRs) annua1ly. Employees are 100 percent vested in the
contributions they choose to defer. If an employee is 50 years o1d or older
and has met ttre annual IRS deferral limit, the employee may contribute a
caEch-up deferral that is also limited by the rRs armually. The Hospital does
not make contributions to lhe 403(b) plan-

The Hospital maintains a 457 plan for all eligible employees. Eligibility is
esEablished by all employees who elect to partj-cipate in Ehe plar by executing
a wriEten parlicipatioo agreement. The employee rnay contrj-bute up to $7,500
of Eheir gross compensation per year. Employee contributions to all benefiE
plans cannot exceed 25 percenE of their gross compensaEion per year, Benefits
are funded by fixed and variable annuities wj,th an insurance company. The
Hospital does noE make contributions to the 45? p1an.

NOTE H _ MANAGEMENT/SERVICES AGREEMENT

The Board of Trustees of the Hospital has contracEed wiEh Great Plains Healttr
A1liance, fnc. (GPHA), for various services, including management and data
processing services. The terms of the agreemenEs vary from one to seven years
and can be canceled with 60 days' [otice. The agreements can be renewed after
the initial term has expired on a year-to-year basis. Fees incurred for the
various services provided by GPHA to the Hospital EoEaled S516,996 and
544f,556 in 2ol7 and 2016, respectively. Amounts included in accormts payable
related to these services Eotaled $50,754 and $40,595 at Decenber 31, 2017 ard
2015, respectively.

On SepEember 7A, 20L5, the Hospitat entered into a software subscri.ption
agreement for an elecEronic health record system with GPHA, The agreement is
for an initial term of ten years beginnj,ng in January of 2oL7 with a monthly
cosE of $38,847. After Ehe end of the initial term, the agreement will
automaEically renew for successive 12-month periods, unless either party gives
lhe other party v,EiEten notsj-ce not less than 180 days Prior Eo the end of the
initial term or the then current renewal term. !\rture palments expected under
Ehis agreement are as follows:

20LA
20L9
2020
202L
2022
2023
2024
2025
2026

Amounts

$ 456, 161
466 , L6L
466 , L6L
466 , L6L
456 , L6L
466 , L5L
456 , t6L
466 , L6L
466 , L6L

t-7-']21-'3!2
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TREGO COUMTY- LEMKE MEI'TORIAL HOSPTTAT

NOTES TO FINANCIAL STATEMENTS - CONIINI]ED

December 3L, 20]-7 and 2016

NOTE I - TREGO HOSPITAI ENDOWIT{ENT FOUNDATION, INC.

The Trego Hospital Endovrment Foundation, Inc. (Fouldation), is a not-for-
profiL corporation established to improve medical serrrices to the patients in
the area served by the Hospital. The Foundation is not considered a component
unit of the Hospital. FoundaEion contributions to the HospitaL of 5274,a52
and $58,43? iLIr 2OL7 and 2015, respectively, have been included in the
Hospital ,s statements of revenues, expenses, and changes in net position as
capital grants and contributions.

NOTE J . COMMITMENTS AND CONTINGENCIES

In response to amendments to Kansas Insurance Code related to multi-employer
welfare arrangements, GPHA restaled its existing volurtary employees'
beneficiary association (VEBA) trust as described in SecLion 501 (c) (9) of the
Internal Rewenue Code, which is named the creat Plains Employee Benefits Trust
(Trust), The Trust is governed by its Board of Trustees. OrIe of the purposes
of the Trust is to provide the self-funded GPIIA Enployee Benefits Plan (PIan)
for iLs mem.ber organj-zations and their participating employees. The Hospital
is a member orgalization in the Trust and substantially aI1 of the Hospitalrs
employees and Lheir dependents are eligible to participate in the Plan. The
Plan provides medical benefit.s, prescription drug benefits, and dental
benefits for a benefit period that mns each year from JuIy 1 through Jr.rne 30.
The participanLrs monthly premiums are determined by the Trust. The Trust may
change the premiums from tj-me to time. 'Ihe Plan agreement specifies that the
Trust will be self-sustaining through member premiums and will reinsure
through commercial carriers for claj-ms in excess of stop-loss amounts. The
Trust accrues a provisj-on for self-insured employee benefit clairns including
both claims reported and claims incurred but not yet reported. ff a net
deficit position is anticipated by the Trust after consideration of the
accnred provision, the Trust may administer insurance assessments to its
member organizations based on a systematic alfocation method. No assessments
were made to member organizations during 2017 or 201-5 and no assessment is
anticipated for the plan year ending June 30, 2018,

NOTE K - RISK MANAGEMEIIT

The Hospital is insured for professional liability under a comprehensive
hospital liability policy provided by an independenE insurance carrier wiEh
limits of $200,000 per occurrence up to an amual aggregate of $600,000 for
af1 claims made durirg the policy year. The Hospital is further covered by
the Kansas Health care Stabilization Fund for claims in excess of its
comprehensive hospital liability policy up to $800,000 pursuant to any one
j udgment or settlement against the Hospital for any one party, subj ect to an
aggregate limitation for aI1 judgments or settlements arising from a1l cfaims
made in the policy year in the amount of $2,400,000- A11 coverage is oo a
claims-made basis. The above policies were renewed for ttre policy period from
Novenber L, 20:-1 to Novenber l, 2OLA. Management is not aware of any open
asserted claims as of December 3:., 2o)-7. It is possible that other claims may
be asserted arising from past services provided.

In addition to the risk disclosed elselrrhere in these financial statements and
notes thereto, the Hospital is exposed to various rlsks of loss refated to
tortsi theft of, damage to, and destrucLion of assets; errors and omissions;
injuries to ernployees; and natural disasters. The Hospital purchases
commercial insurance for these risks. Settled claims have not exceeded this
commercial coverage in any of the Past ttrree years.



TREGO COI'NTT. LEMKE MEMORTAT HOSPITAI

NOTES TO FINANCIAL STATEMENTS - CONTINI'ED

December 3L, 2Ol7 and 2015

NOTE L - SI]BSEOI'EIf,I EVENTS

The Hospital has evaluated subsequent events through the date of the
independent certj,fied pu.blic accountantrs report, which is the date the
financial statements were available to be issued.
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